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SUB J : CURRENT FOOD SITUATION AND ITS POLITICAL IMPLICATIONS 

REF: NEW DELHI 1328 

1. FOOD SITUATION IN SOUTH INDIA. 

LIMITED OFFICIAL USE 
LIMITED OFFICIAL USE 
PAGE 02 NEW DE 01380 01 OF 02 281946Z 

A) CROP PROSPECTS: CROP PROSPECTS FOR FOODGRAIN PRODUCTION 
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IN SOUTH INDIA CONTINUE TO BE PROMISING. THE KHARIF PRODUCTION 
OF RICE IN ANDHRA PRADESH IS ESTIMATED AT 4.1 MILLION TONS, UP 
40 PERCENT OVER LAST YEAR. IN TAMIL NADU RICE PRODUCTION IN 1973-74 
IS EXPECTED TO BE 5.7 MILLION TONS, MARGINALLY HIGHER THAN LAST YEAR. 
KARNATAKA ALSO EXPECTS INCREASED OUTPUT, WITH KERALA ANTICIPATING 
A MARGINAL INCREASE IN PRODUCTION. THE ONLY DAMPENING FACTOR 
IS THE PRODUCTION OF COARSE GRAINS IN ANDHRA PRADESH, WHERE REDUCED 
YIELDS AND THE SWITCH OF SOME LAND TO COMMERCIAL CROPS LIKE PEANUTS 
AND COTTON IS EXPECTED TO REDUCE FOOD OUTPUT. 

B) FOOD SITUATION: EXCEPT FOR WHEAT, WHICH IS NOT A STAPLE 
FOOD IN THIS REGION, FOODGRAINS CONTINUE TO BE FREELY AVAILABLE 
IN SOUTH INDIA, WITH POCKETS OF KERALA AND KARANATAKA ALONE 
REPORTING OCCASIONAL SCARCITY. ANDHRA PRADESH HAS LIFTED 
RESTRICTIONS ON INTRA-STATE FOODGRAIN MOVEMENT, WHICH HAS 
REDUCED PRICE DISPARITIES WITHIN THE STATE. IN TAMIL NADU 
RESTRICTIONS ON THE MOVEMENT OF RICE FROM THANJAVUR, THE STATE S 
RICE BOWL, WERE LIFTED DURING THE CRUCIAL KURUVAI HARVEST PERIOD 
TO SOFTEN PRICES IN OTHER PARTS OF THE STATE. BUT CONTINUED 
RESTRICTIONS ON INTER STATE MOVEMENT KEPT OPEN MARKET PRICES 
IN KARNATAKA, AND ESPECIALLY KERALA, FAR HIGHER THAN IN THE OTHER 
TWO STATES. 

2. LOCAL SOURCES STATE THAT LIFTING OF CURBS ON INTRA STATE 
MOVEMENT OF RICE HAS SLOWED DOWN GOVERNMENT PROCUREMENT FROM 
TRADERS AND MILLERS, ESPECIALLY IN ANDHRA PRADESH. THE CROP SEASON, 
IN SPITE OF A GOOD HARVEST, HAS STARTED WITH PRICES BEING HIGHER THAN 
LAST YEAR BY ABOUT 10 PERCENT, ENCOURAGING FARMERS TO HOLD BACK 
MARGINALLY ON GRAIN SALES IN THE EXPECTATION OF STILL HIGHER PRICES. 
THIS, COMBINED WITH FARMERS' DESIRE TO BUILD UP STOCKS TO NORMAL 
INVENTORY LEVELS AFTER A POOR CROP YEAR, COULD RETARD GOVERNMENT 
PROCUREMENT UNTIL THE HARVESTING OF THE SECOND CROP IS BEGUN. 

YET, IN SPITE OF THESE INHIBITIONS, CENTRAL GOVERNMENT PROCUREMENT 
EFFORTS FOR THE PERIOD OCTOBER 1973-JANUARY 1974 HAVE 
ALREADY NETTED 250,000 TONS OF RICE IN ANDHRA PRADESH, AS COMPARED 
WITH 325,000 TONS FOR THE YEAR OCTOBER 1972-OCTOBER 1973. FCI 
OFFICIALS SEEM CONFIDENT THAT THEY WILL PROCURE THEIR FULL STATE 
TARGET OF 600,000 TONS WELL BEFORE OCTOBER 1974. IT IS TOO EARLY 
IN THE CROP YEAR TO JUDGE FROM THE AVAILABLE STATISTICS HOW 
SUCCESSFUL GOVERNMENT PROCUREMENT HAS BEEN IN TAMIL NADU; 
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HOWEVER, BY ALL REPORTS THE HARVEST HAS BEEN GOOD, AND BARRING 
NATURAL DISASTER WE EXPECT TAMIL NADU TO ACHIEVE THE PROCUREMENT 
TARGETS SET FOR THE STATE. 

3. THE SHORT TERM POLITICAL IMPLICATIONS OF THE CURRENT FOOD 
SITUATION IN THE SOUTH ARE PROBABLY GOING TO BE MODEST. ALTHOUGH 
FOOD PRODUCTION IN TAMIL NADU IS FALLING SOMEWHAT SHORT OF TARGETS 
BECAUSE OF A CURRENT SHORTAGE OF FERTILIZERS AND PESTICIDES, 
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BECAUSE THE STATE IS BASICALLY SURPLUS IN FOODGRAIN PRODUCTION 
THE IMMEDIATE LOCAL EFFECTS OF IMPAIRED PRODUCTION WILL BE MINIMAL. 
HOWEVER THE STATE'S CAPACITY TO HELP OTHER DEFICIT STATES MAY 
BE CURTAILED, AS WILL TAMIL NADU'S CAPACITY FOR BARTER DEALS, 

(E.G. RICE FOR POWER). THE CENTER WILL BE BLAMED FOR THE 
SHORTAGE OF FERTILIZERS AND PESTICIDES AND THERE WILL BE 
SOME DISILLUSIONMENT WITH THE RULING PARTY; HOWEVER MOST 
DISILLUSIONMENT AND CYNICISM WILL BE BROADLY DIRECTED 
AT THE QTE INLEOQTE AND NOT ASSOCIATED EXCLUSIVELY WITH 
THE FOOD SITUATION. 

4. IN KERALA, WHICH IS CHRONICALLY A DEFICIT AREA, AND HEAVILY 
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6. ANDHRA PRADESH IS A RICE SURPLUS STATE WITH A SURPLUS OF FROM 
BETWEEN 600,000 TO A MILLION TONS A YEAR. IN THIS STATE FOOD IS 
AVAILABLE ALMOST WITHOUT EFFORTS, A FACTOR CONTRIBUTING TO 
SHORTRUN AND LONGER-RUN 

POLITICAL STABILITY. HOWEVER SINCE THE USUAL PRACTICE IS TO FIX 
TARGETS FROM THE STATE ALL THE WAY DOWN TO INDIVIDUAL RICE MILLERS; 
RICE MILLERS ARE OBLIGED ONLY TO SELL THE TARGET AMOUNT AT THE 
GOVERNMENT RATE AND MAY SELL THE BALANCE OFTEN AT EXORBITANT 
PROFIT IN THE OPEN MARKET. THUS THE PEOPLE OF ANDHRA PRADESH 
MUST PAY AS MUCH FOR THEIR RICE AS DO THE PEOPLE OF THE DEFICIT 
STATES. WE DOUBT THAT THERE WILL BE ANY UNREST 
ARISING FROM THE FOODGRAIN SITUATION IN THE SHORT RUN IN 
ANDHRA PRADESH. IN THE SHORT AND LONG RUN, SHOULD THERE BE 
ANY FOOD RIOTS IN ANDHRA PRADESH WE WOULD EXPECT THE CENTER 
TO TAKE UNUSUALLY SWIFT ACTION LEST ANY DISTURBANCE LEAD TO A 
RECRUDESCENCE OF SEPARATIST AGITATION. 
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7. THE FOOD POSITION IN SOUTH INDIA IS, EXCEPT FOR KERALA AND 
SELECTED AREAS IN KARNATAKA, EXPECTED TO REMAIN RELATIVELY 
SATISFACOTRY IN THE SHORT RUN, AND EVEN IN THE LONGER RUN 

IF ADEQUATE RAINS COME IN 1974 AND CROP PROSPECTS REMAIN GOOD: 

HOWEVER MANY DISTRICTS OF THE SOUTH ARE UNLIKELY TO REMAIN SURPLUS 
IN FOODGRAIN PRODUCTION IF THE CURRENT SHORTAGE OF FERTILIZERS AND 
LIMITED OFFICIAL USE 
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PESTICIDES CONTINUES (AS THEY HAVE EVERY LIKELIHOOD OF DOING). 

BEHIND ALL THIS IS THE GOVERNMENT S DEMONSTRATED INABILITY TO 
TAKE OVER THE FOODGRAIN TRADE EFFECTIVELY. THE GOVERNMENT 
PROCUREMENT PRICE HAS SIMPLY NOT BEEN HIGH ENOUGH TO ATTRACT 
THE FARMERS TO SELL THEIR GRAIN TO THE CENTER. FROM THE START THE 
GOVERNMENT WAS AT A DISADVANTAGE BECAUSE OF THE HIGH OPEN MARKET 
PRICES IN ADDITION, INADEQUATE STORAGE FACILITIES AND TRANSPORTATION 
BOTTLENECKS (RAILWAY DISRUPTIONS, SHORTAGE OF RAILROAD CARS, AND 
HIGH COSTS OF ROAD TRANSPORT) HAVE ONLY SERVED TO UNDERLINE THE 
FAILURE OF THE GOVERNMENT'S FOODGRAIN TRADE TAKEOVER. THIS FAILURE, 
COMBINED WITH HOARDING, PROFITEERING, BLACKMARKETING, AND INCREASING 
POCKETS OF SCARCITY IS LIKELY TO CAUSE MORE PROBLEMS 
THAN THE PRODUCTION OF FOODSTUFFS PER SE. IT GOES WITHOUT 
SAYING THAT IN SUCH A SCARCITY ECONOMY THE BOILING POINT 
IS ALWAYS CLOSE AT HAND. TAKEN BY ITSELF THE FOOD SITUATION 
SEEMS MODERATELY GOOD IN THE SOUTH. GOVERNMENT FAILURE TO 
ALLOW SUPPLY AND DEMAND FORCES TO OPERATE FREELY SEEMS TO US 
THE MOST LIKELY CAUSE OF SOME LOSS OF SUPPORT FOR RULING PARTIES 
IN THE SHORT RUN AND OF POSSIBLE RIOTING IN THE LONGER RUN. 

8. WE WOULD CONCLUDE WITH A RECOMMENDATION RATHER THAN 
A PREDICTION, THAT THE CENTER GET OUT OF THE FOODGRAIN TRADE 
BEFORE IT MESSES IT UP COMPLETELY. 

EAVES UNQTE SCHNEIDER 
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